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OHIO AUDITOR OF STATE
KEITH FABER

To the City of Findlay community,

The Auditor of State’s Office recently completed a performance audit for the the City of
Findlay (the City) at the request of the City Council. This review was conducted by the Ohio
Performance Team and provides an independent assessment of operations within select
functional areas.

This performance audit report contains recommendations, supported by detailed analysis, to
enhance the City's overall economy, efficiency, and/or effectiveness. This report has been
provided to the City and its contents have been discussed with the appropriate elected officials
and City management. The City has been encouraged to use the recommendations contained in
the report and to perform its own assessment of operations and develop alternative
management strategies independent of the performance audit report.

This data-driven analysis of operations provides the City valuable information which can be
used to make important financial decisions. Additional resources related to performance audits
are available on the Ohio Auditor of State’s website.

This performance audit report can be accessed online through the Auditor of State’s website at
http://www.ohioauditor.gov and choosing the “Search” option.

Sincerely,

Nl

Keith Faber
Auditor of State
October 20, 2020
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Introduction 4\ NOTE TO REPORT USERS:
Access to clean, safe, and affordable

water is a critical component of Information in this report is based on data
everyday life. Humans need water to available as of 2019. The State of Ohio declared a
survive; not only for drinking, but also state of emergency in March 2020 due to the

for growing plants, raising animals, or COVID-19 pandemic. While the financial impact
conducting regular cleaning of spaces. of the pandemic and ensuing emergency measures
Water distribution and the collection has not been fully realized and cannot be

and treatment of wastewater is estimated, it may have a significant impact on the
typically done on the local level and is City’s revenues and operations. Our analysis does
a benefit of living in a populated area. not take into account the potential reduction of
Ohio has several laws which govern revenue due to reductions in billing collections.
water systems in the state, including

how clean water is provided to
residents and how wastewater is treated so that it is safe for the environment. These laws ensure
that Ohioans have access to clean water.

The provision of water and treatment of wastewater can be costly enterprises. Generally a
municipality offering water services funds those services through fees and charges for services,
which means that residents or other account holders are charged based on their water usage.
These fees and charges are billed on a regular basis and are designed to support the ongoing
operations of water departments. As with any government enterprise, municipal water
departments can benefit from performance audits in order to assess the efficiency, economy, and
effectiveness of its operations. The City of Findlay requested a performance audit of the Water
Department and Water Pollution Control Department to provide operational guidance and
recommendations.?

City of Findlay /

The City of Findlay (the City or Findlay) Wood City of
is located in Northwest Ohio and has Findlay
approximately 42,000 residents. The City
is the county seat of Hancock County and
is just south of Toledo. Findlay is near the Hancock
site of a former swamp area and the

Blanchard River runs through the City.

Seneca

Wyandot

Hardin N

T

! performance audits are conducted in accordance with Generally Accepted Government Auditing Standards, see
Appendix A.
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Governance

Findlay has an elected mayor, auditor, and law director as well as an 11 member City Council.
The City Council is comprised of an elected Council President, seven elected representatives of
wards, and three elected members who represent the city at large. Findlay’s government has
multiple departments which are responsible for providing services to residents including fire,
police, water distribution, and sewer control.

Finances

A city relies on a variety of revenue sources to provide services to residents including property
taxes, income taxes, licensing fees, and charges for services. These revenues allow a city to
ensure roads are salted in the winter, police respond promptly to calls, and that green spaces are
appropriately maintained. Much like an individual may have a checking, savings, and retirement
account, cities operate using multiple types of accounts for various activities related to daily
operations and long-term planning. Revenues are allocated to accounts based on a variety of
factors including legal authority, and these accounts allow for the transparent use of public
dollars.

Fund Types

Government entities can maintain three different types of funds: Governmental, Proprietary, and
Fiduciary. Governmental and Proprietary funds can be used for operations whereas a Fiduciary
fund contains resources held by a government but belonging to other individuals or entities.
While Findlay uses Governmental funds for some city operations, the Water Treatment and
Water Pollution Control Departments both operate using a Proprietary Fund.

Proprietary Funds, also known as enterprise funds, are similar to business accounts. They
obtain revenue through fees for services or memberships and that revenue is used to pay for the
expenses related to the specific business operations. In respect to Water Treatment and Water
Pollution Control, accountholders are billed on a regular basis according to a rate schedule for
the amount of water used and the amount of wastewater produced.

Public Services

The City’s Service Director is responsible for overseeing a variety of operations. This includes
both the Water Department (Water or WD) and the Water Pollution Control Department (Sewer
or WPC), which will be referred to as the Utility Department within the City. Both Water and
Sewer have operated with a net revenue since 2014; this means that the Departments are earning
enough money to pay for annual expenditures and have funds left over at the end of each year.

Water Department

Findlay WD is responsible for the treatment and delivery of water in the City. The treatment of
water provides a supply of safe, clean and pleasant tasting drinking water while the distribution

Efficient . Effective . Transparent
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of water requires the maintenance of all public water mains, service lines, hydrants, and meters.
Both the areas of operation — treatment and distribution — are necessary to ensure there is an
uninterrupted supply of water to the end users.

There are just over 20,000

S Total Water Department O&M Expenditures
water accounts in Findlay

which serve approximately = Water Distribution Water Treatment
54,000 individuals. In order = Supply Reservoir = Customer Service
to provide water to these

accounts, the City maintains $525,620

two reservoirs in Marion $499,595
Township. Water is drawn
from these reservoirs and is
treated by the WD for use.
The City distributes on
average 6.0 million gallons
(MG) of water on a daily $3,470,907
basis, or just over 2,200

MGs a year. A standard

bathtub holds approximately

40 gallons of water, so 1.0 Source: City of Findlay

MGs would be equal to

nearly 25,000 bathtubs.

$1,622,220

In 2019, the WD had just more than $7.7 million in annual revenue and approximately $6.1
million in expenditures.? More than half of the total expenditures were for water treatment which
is the process water goes through in order to guarantee water is clean and safe for use, while the
remaining expenditures were related to operational maintenance and customer service.

Water Pollution Control Department

Findlay Sewer provides wastewater treatment services for the City through the Water Pollution
Control Center (WPCC). In 2019, the WPCC treated an average of nearly 13 MGs of wastewater
daily. The City uses a combined sewer system which collects both sewage and storm water. The
WPCC also treats groundwater that intrudes into the collection system. The combination of
storm water and groundwater is called Inflow and Infiltration and leads to the WPCC treating a
significantly larger volume of water than what is provided by the WD.

2 Expenditures do not include capital outlay or debt service payments.
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In 2019, the WPC had approximately $8.8 million in total revenue and $4.5 million in total
operations and maintenance expenditures. Additionally, WPC appropriated appoximately $4.2
million to sewer projects. More than

half of Sewer’s operations and Total WPCD O&M Expenditures
maintenance expenditures were related
to the treatment of wastewater and
making sure that it was enviornmentally
safe to be recirculated.

= Customer Service = Collection = Treatment

$525,620

While not uncommon, WPC has had
some issues relating to overflow due to
capacity being reached. Overflow
happens when sewer systems are $2,854,138
overwhelmed and there is more volume
than existing systems can handle.
During an overflow event, wastewater
may back up into other areas such as
rivers. This typically happens as a result  Source: City of Findlay

of the combined sewer system and

during periods of heavy rainfall or other flooding type events. The City is currently working with
the Ohio Enviornmental Protection Agency to eliminate these issues.

$1,209,220

Utility Billing

Water and Sewer account holders are billed on either a bi-monthly or monthly basis. The billing
staff are housed within the Water Department; however, they process bills for both Departments
and are funded on an equal basis through both the Water and Sewer Funds.

The billing office provides meter reading, billing, collection, and customer service for all utility
account holders. Residential accounts are billed every other month while commercial and
industrial customers are billed on a monthly basis. On an annual basis, the billing office
generates more than 230,000 bills.

Audit Overview

At the request of the City, we reviewed both the Water Department and the Sewer Department in
order to provide recommendations for improved operational economy, efficiency, and
effectiveness. Scope areas relating to both Departments were analyzed with specific objectives in
mind. Where applicable, recommendations are based on industry standards, best practices, or
peer comparisons.® Our audit resulted in the following recommendations:

3 See Appendix A for a list of peers used for comparisons.
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e The City should consider following all best practices identified by the Government
Finance Officers Association (GFOA) for capital planning.

e The City should update its billing software; develop a process to document system related
concerns; and develop a set of criteria to use when considering changes to the current
software.

Overall, we found Findlay’s Water and Sewer Departments to be appropriately staffed in
comparison to both peer averages and industry standards. We further found that the current rates
which are being charged for both services are well below peer and state averages. Finally, we
found that the City’s revenues for both funds are based primarily on core services provided
rather than assessed fees.

Noteworthy Accomplishment

Compared to peers, Findlay produces more water, processes more wastewater, and services more
accounts. Additionally, the City of Findlay’s utility departments are operating efficiently based
on workload metrics when compared to the peers. The utility department, collectively water and
sewer, is producing and processing 22% more water and wastewater per FTE than the peers at an
18% less cost per MG in the total operation and maintenance. The report analyses, taken as a
whole, show that the City of Findlay’s utility department is operating efficiently with a smaller
staff compared to both relative to peers and nationally.
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Capital Planning

A Capital Improvement Plan (CIP) is a tool that can be used to coordinate the timing and
financing of capital improvements over a multi-year period. These improvements are major, non-
recurring physical expenditures for items such as equipment, buildings, or infrastructure. A city’s
capital plan should alleviate acute financial distress when large expenditures are necessary
because the expense has already been accounted for and appropriate funds have been set aside or
identified.

Recommendation: Capital Planning

The City of Findlay should consider following all of the best practices suggested by the GFOA
with regards to their capital planning.

Impact

While no financial impact can be associated with implementing these best practices, doing so
would allow the City to be best suited to effectively plan, fund, and communicate long-term
goals to the public.

Background

Each year, the City develops a city-wide five-year planning document for future capital projects.
The plan is presented to City Council for approval and use by the Engineering Department to
coordinate and administer projects. The City’s current five-year capital plan has projections for
the Water and Water Pollution Control Departments.

Methodology

We reviewed the existing capital plan documents as well as the policies and procedures for its
development. We then compared this to the GFOA best practices which are developed by
government finance experts for the purposes of governmental capital planning and budgeting.

Analysis

The most recent capital plan provides cost projections through 2024 for both the Water and
Water Pollution Control Departments. As seen in the chart on the following page, the City
expects to have significant capital expenditures in 2020, followed by four years of lower levels
of spending. These projections represent the cost of equipment and other projects.
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Total EqQuipment and Capital Project Future Projection Costs

—\Nater Pollution Control (Sewer) Water Distribution Water Treatment Plant
— Utility Billing Supply Reservoir
$16,000,000
$14,000000 ~ $155M
$12,000,000
$10,000,000

$8,000,000 $7.1M

$6,000,000 $5.9M $5.9M $6.0 M

$4,000,000

$2,000,000 N

$0
2020 2021 2022 2023 2024

Source: City of Findlay

The GFOA identifies nine best practices for CIPs. We found that while the City was generally
adhering to these practices that there were areas which could be improved upon, including:

e Multi-year capital planning: A multi-year capital plan should project future operating
and maintenance costs as well as provide clear prioritization rating for all assets. While
the City does have a multi-year capital plan, it presently lacks these elements;

e Capital planning policies: The City does not have capital planning policies specific to
water or sewer services. The existing policies are limited in scope and are not strictly
followed:;

e Environmental stewardship analysis: This type of analysis reviews the triple bottom
line, which is an accounting framework that considers social, environmental, and
financial factors. The City currently does not undertake such analyses;

e Communication of capital improvement strategies: There appears to be a water and
sewer committee within City government that focuses on capital needs for the two
Departments. However, the recommendations provided by this committee are not
presented to the community at large;

e Presentation of Capital Plan: The most recently approved capital plan for 2020 is
maintained in a spreadsheet format and does not contain all of the elements that are
identified as best practices. Elements that are lacking in the current capital plan include
project monitoring, project summary, project detail, and operating impacts; and,

e Long-term financial planning: The strategic planning committee recommended the City
begin assessing the basis of a strategic plan in 2019, however this recommendation was
voted down by City Council. The City currently does not consider long-term funding as a
part of the CIP.
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Many of the necessary changes to fully comply with best practices would require approval
through a legislative process. Specifically any long term planning would need to be formally
passed by the long term strategic planning committee and the City Council.

Conclusion

The City of Findlay currently has elements of best practices related to capital planning, but does
not follow all best practices identified by GFOA. Most notably, there is no long-term planning
strategy incorporated with the capital improvement planning. Also, the current policy in place is
limited in scope and does not contain all the minimum elements in the GFOA's best practice for
capital planning policies. If the City does not adjust the capital plan to incorporate long-term
planning tied to funding, it could face difficulties aligning programmatic goals with financial
capacity in the future.
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Utility Staffing

At the request of the City, we reviewed the Water Department, Water Pollution Control
Department, and Utility Billing staffing to that of peers and industry standards. Our analysis
showed that the staffing for each area is in-line with, or below most observable metrics. Because
of this, we found the Department to be appropriately staffed and did not make a recommendation
to the City on this item.

Water Department

Background

As discussed previously, the Water Department is responsible for ensuring the safety and
delivery of water to account holders. This involves both the treatment of drinking water and the
maintenance of water delivery systems. In order to accomplish this task, the Department employs
30.0 full-time equivalent (FTE) employees. This includes 15.0 FTEs in water treatment, 14.0
FTEs water distribution, and one supervisor.

The City of Findlay Water Treatment Plant is supplied by two reservoirs located east of Findlay
in Marion Township. One FTE is assigned to the supply reservoirs. The City of Findlay Water
Treatment Plant is responsible for providing the citizens of Findlay and the surrounding area
with potable water. The water is treated using lime/soda softening, coagulation, sedimentation,
stabilization, fluoridation, disinfection, and filtration to remove or reduce harmful contaminants
in the source water. In 2019, the plant treated approximately 6.20 million gallons daily on
average (MGD) and pumped about 6.03 MGD.

The Water Distribution Department is responsible for delivering that treated water to the
approximately 20,000 water accounts by maintaining all public water mains, service lines,
hydrants, and meters.

Methodology

We identified four peer water departments and reviewed staffing levels relative to production,
class category, and size. We also used American Water Works Association (AWWA) guidance
as the industry standard. Several key metrics were compared to peers and industry standards in
order to create a comprehensive overview of Department staffing.

The Water Department has 9.0 FTEs who work within the Utility Billing Office. These
individuals are responsible for both Water and Sewer billing and their expense is split evenly
between the two departments. For comparison purposes, half of the billing office FTEs were
considered a part of Water while the other half were considered a part of Sewer.
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Analysis

In 2019, the City Water Department produced approximately 6.0 MGs of water on a daily basis.
This is higher than the peer average of approximately 5.0 MGs daily. At the same time, the
City’s total expenditures related to

operations and maintenance were 2019 Water MGD

approximately $6.0 million, less than the 8

peer average of approximately $7.0 7

million. This indicates that the Water
Department is producing and providing
more water at a lower overall cost.

MGD
OoOFrR,r N WMo

In comparison to peers, the Water

Department treats and delivers more
water per FTE on a MG basis and does so Cityof Cityof Cityof Cityof Cityof
at a lower cost per FTE. This is true for Delaware Alliance Findlay  Lorain ~ Newark
both the treatment and distribution of
water. On an account and population
basis, the Water Department is also staffed at a lower rate than the peer average.

Source: City of Findlay and Peers

In addition to the peer metrics, we .
conducted a comparison to the AwwA 2019 Total O&M Expenditures

median metrics. These medians are $9.0 M
based on the AWWA annual utility $8.0 M
benchmarking survey which provides a $7.0M
national average for water services. We $6.0M
found that while Findlay is below the ijgm
national median for daily water demand $3.0 M
per FTE, it services more accounts per $2.0M
FTE. When combining these two $1.0M

metrics, the City is below the national

median for Water Department staffing. Cityof  Cityof  Cityof  City of  City of

Delaware Findlay Alliance Newark Lorain

Conclusion Source: City of Findlay and Peers

Overall, the City’s Water Department employs fewer staff than peers and industry standards.
These employees produce more water than peers and service more accounts per FTE, and they
do so at a lower cost per FTE.

Efficient . Effective . Transparent

10



Auditor of State
Performance Audit

Water Pollution Control Department

Background

The Water Pollution Control Department, or Sewer Department, consists of the Water Pollution
Control Center (WPCC) and sewer maintenance. The Department employs 28.0 FTEs within
these two sections. As previously mentioned, the Department processed an average of nearly
13.0 MGs of wastewater daily in 2019. The total cost of operations and maintenance for the
Department were approximately $4.5 million in 2019.*

Methodology

We identified three peer wastewater departments and reviewed staffing levels relative to
production, class category, and size. We also used AWWA guidance as the industry standard.
Several key metrics were compared to peers and industry standards in order to create a
comprehensive overview of Department staffing.

The Water Department has 9.0 FTEs who work within the Utility Billing Office. These
individuals are responsible for both Water and Sewer billing and their expense is split evenly
between the two departments. For comparison purposes, half of the billing office FTEs were
considered a part of Water while the other half were considered a part of Sewer.

Analysis

In 2019, the City Water Pollution Control Department treated nearly 13.0 MGs of water on a
daily basis. This is higher than the peer average of just more than 8.0 MGs daily. The majority of
increase in sewer flow is due to Inflow and Infiltration. A combined sewer system receives flow
. _ from both sanitary and storm sources and
2019 WW MGD (AVG Daily Production) qring rain events, the City sees a large
14 increase in flow at the treatment plant. At
the same time, the City’s total

12
expenditures related to operations and
1o maintenance were approximately $4.5
2 8 million, which was higher than the peer
S 5 average. The City of Findlay’s wastewater
A department is processing more wastewater
annually per FTE than their peers.
2 However, the cost to do so per FTE is
0 higher than the peer average.
Beavercreek Sugarcreek  Uppermill City of
Creek Findlay

Source: City of Findlay and Peers

4 WPC spent approximately $155,000 on debt service financing and transferred approximately $4.2 million to the
Sewer Project Expense Fund.
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In addition to the peer metrics, we
conducted a comparison to the AWWA
median metrics. These medians are based on
the AWWA annual utility benchmarking
survey which provides a national average
for water services. We found that Findlay is
above the national median for daily
wastewater processed per FTE, meaning
that they process more than the national
median per FTE. We also found that the
number of accounts serviced per FTE is
higher than the national median.

Conclusion
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Total O&M Expenditures

5.0M
40M
3.0M
20M

1.0M

Uppermill  Sugarcreek Beavercreek  City of
Creek Findlay

Source: City of Findlay and Peers

Overall, the City’s Water Pollution Control Department employs fewer staff than peers and
industry standards. These employees treat more wastewater than peers and service more accounts

per FTE.
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Water and Sewer Billing

Enterprise Funds, as previously discussed, are a type of fund that allow governments to operate
certain activities in a manner similar to a business. Those activities, like running a water
department, charge for services based on standard rates, fee schedules, or other means.
Individuals or entities that decide to use the services being offered are charged according to the
agreed upon method.

The Findlay Water and Water Pollution Control Departments both operate under an enterprise
fund. Each Department has its own fund which is used to finance regular operations and
maintenance related to the specific Department’s function. For example, the water bill a resident
receives is based on the amount of water used in a given period and the money collected is used
to fund the treatment and distribution of water.

Billing Rates

Water and sewer rates need to be set at a level that can generate the necessary revenue to
maintain, replace, and expand the water and sewer infrastructure. At the same time, rates also
need to be in line with the community’s ability to pay such rates.

The city currently charges based on usage for both water and sewer. These rates are variable with
the first 200 cubic feet for both water and sewer charged a flat rate, and any amount over that
charged at a lower

rate per 100 cubic  Water and Sewer Rate Comparison
feet of usage. These

rates are charged on m Water Rate - 7756 Gallons WW Rate - 7756 Gallons
amonthly basisand  ¢ggq
billed bi-monthly

for residential $700
accounts and $600
monthly for $500
industrial and $400
commercial $300
accounts. $200

$100

Beginning in 2014,
both the Water and $0
Water Pollution

Control Funds have Source: City of Findlay, OEPA, and Peers

had net operational

revenue, meaning that the revenues exceeded expenditures, or that the funds have had an annual
surplus.

Findlay Annual Rates Peer Average OEPA

In order to provide a basis of comparison for rate structure, we compared the City’s rates to both
peer averages and the state average as identified by the Ohio Environmental Protection Agency
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(OEPA).While the revenues for both Departments have exceeded expenditures for the past six
years, the actual rates charged by the Departments is lower than both peer averages and the
OEPA reported average. Based on a standard volume of water and sewer usage, the rates charged
by Findlay result in a significantly lower bill than both the peer and state averages. The City’s
water and wastewater rates are more affordable and results in lower bills for account holders for
similar volumes of usage. At the same time, Findlay’s rates still provide enough revenue to cover
expenditures for both the Water Department and Water Pollution Control Department.

Utility Fees

In addition to regular rates for usage, both the Water and Water Pollution Control Departments
assess various fees. These types of fees are typical for utility departments to charge and may
include items such as a capacity charge, water tapping fee, service calls, and laboratory tests. It
is important that fees which are assessed are reasonable, appropriate, and charged in accordance
with law. In order to evaluate Findlay’s fees for water and sewer, we compared them to
identified peers. While determining the fees for specific services is difficult based on the
information available, we were able to identify the total amount of revenue earned by each
Department and compared the percentage of revenue which resulted from fees. The Findlay
Water Department obtained 4.0 percent of annual revenue from fees in 2019. By comparison, the
peer average was 20.0 percent,® however three out of the four peers had fee revenue of only 2.0
percent. The Water Pollution Control Department had fee revenue totaling just 1.0 percent
compared to a peer average of 24 percent.

Overall, the City’s fees seem reasonable when compared to peer averages. Further, the fees
which were identified are generally less than the actual cost for the work performed.

Conclusion

The City’s water and sewer rates are well below the peer and state averages, but generate enough
revenue to cover the current expenditures related to Departmental operations and maintenance.
The City also maintains fees that are reasonable and appropriate based on the work performed
and the amount of revenue generated compared to peers. While both Departments currently are
operating with positive balances, rates can be adjusted based on the operational needs of the
Departments, the economic health of the City, and the ability of account holders to pay for
services.

> City of Lorain water had fees accounting for 30 percent of revenue, which resulted in higher than normal peer
averages. The “Readiness to Serve Charge” is a flat, monthly fee that supports the large repairs and capital projects
in the water department.
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Utility Billings Systems

In order to process and provide prompt billing services to account holders, the City uses an
electronic billing software for both the Water Department and Water Pollution Control
Department. Such a system allows for automation of billing and should reduce errors. Findlay
requested a review of their existing billing system to determine what opportunities existed for
increased efficiency or effectiveness.

Recommendation: Billing System

If the City determines a new utilities billing system is necessary it should consider taking the
following steps:

e |t should update the existing software in order to determine if that addresses any current
efficiency issues;

e It should develop a process of documentation for any system problems; and

e It should conduct studies as necessary and review current costs when considering
potential upgrades or changes to the utility billing system.

Background

The City’s billing system consists of a utility billing software, data collectors and transmitters,
and water meters.

The City currently uses the billing software Authority Utility by Civica/CMI. The software was
purchased in 2008 and was most recently updated in 2017. The annual cost of the software
includes a virtual server and customer support. It collects billing data for water, sewer and storm
water customers and produces billing statements.

In 2018, the City identified problems with the system, including duplicate customer
identification numbers, which could lead to data integrity issues. The City also reported
dissatisfaction with their customer support.

The City uses data collectors and transmitters supplied by Badger Meter. The City identified
several issues with both the data collectors and transmitters including the failure of transmitters,
which leads to the manual reading of meters. In order to complete the manual readings related to
failed transmitters, utility billing employees are required to take time away from their regularly
assigned tasks. Currently this process takes 88 hours on a monthly basis. The time employees
spend reading meters is in addition to their other duties.

Finally, the meters used by the City are supplied by Badger Meter. Due to internal decision
making, meters which fail are being replaced with NECO (formally known as Neptune) meters.
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The City has received an estimate for the new data collection units, new transmitters and 550
new meters a year over five years starting in 2020. The estimate is approximately $765,506
annually over five years for a total of $4,593,035.

This project is being evaluated and revised to address the needs of the Water Department.

Methodology

We reviewed the City’s existing billing systems and practices associated with billing and
identified the annual operating cost for the current utilities billing system, taking into account the
cost of software support and expense related to the manual reading of water meters.

We also attempted to identify the availability and approximate cost of alternative billing systems
providers including other providers of billing software, transmitters, or meters and utilities
billing systems used by other water department peers.

Analysis

The City currently operates version 1.6.12 of its billing software. We determined that a more
updated version is available. We also found that Findlay spends more than $36,000 annually for
its utilities billing system. This includes software expenses and the personnel cost associated
with having employees conduct manual meter readings on a monthly basis.

We found that there are several options available should the City wish to seek out alternative
utilities billings systems. While we were able to identify some cost information, these should be
considered estimates and not be used for decision making purposes without further review:

e Muni Link (Software) - $22,000 for implementation and training and $48,720 in annual
service Costs;

e Tyler Technologies (Software) - $119,100 initial cost and $19,512 annual service costs;

e Continental Utility Solutions - $274,045 initial cost and $29,205 annual service cost;

e NECO (formerly Neptune Equipment Company) (Transmitters and Meters) - $141.25
per meter with transmitter. $130.00 per Meter without transmitter

In addition to these systems, we identified seven additional alternatives that did not provide cost
estimates.

Aclara Technologies (Transmitters and Meters)
Ampstun (Software)

Mueller Systems (Transmitters)

Starnik Systems (Software)

Sensus (Transmitters and Meters)

Kamstrup (Meters)

e Mater Meter (Meters)
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Conclusion

The City currently pays more than $36,000 annually for its utilities billing system. While issues
with the current system have been reported, there is no documentation process for these
concerns. Prior to making a decision regarding new systems, the City should update the existing
software in order to determine if that addresses the issues. If the City determines a new system is
necessary it should conduct a thorough review of potential options to ensure one is chosen which
addresses the needs of the City in a fiscally responsible manner.
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Client Response Letter

Audit standards and AOS policy allow clients to provide a written response to an audit. The City
of Findlay chose not to provide a written response to this audit.
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Appendix A: Purpose, Methodology,
Scope, and Objectives of the Audit

Performance Audit Purpose and Overview

Performance audits provide objective analysis to assist management and those charged with
governance and oversight to improve program performance and operations, reduce costs,
facilitate decision making by parties with responsibility to oversee or initiate corrective action,

and contribute to public accountability.

Generally accepted government auditing standards (GAGAS) require that a performance audit be
planned and performed so as to obtain sufficient, appropriate evidence to provide a reasonable
basis for findings and conclusions based on audit objectives. Objectives are what the audit is
intended to accomplish and can be thought of as questions about the program that the auditors
seek to answer based on evidence obtained and assessed against criteria.

We conducted this performance audit in accordance with GAGAS. Those standards require that
we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable
basis for our findings and conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and conclusions based on our

audit objectives.

Audit Scope and Objectives

In order to provide the City with appropriate, data driven, recommendations, the following
questions were assessed within each of the agreed upon scope areas:

Summary of Objectives and Conclusions

Objective

Conclusion

Water Department

Avre the City’s water department staffing levels
appropriate in comparison productivity levels,
demand for services, industry standards or peers?

The water department is appropriately staffed.

Sewer Department

Avre the City’s sewer department staffing levels
appropriate in comparison productivity levels,
demand for services, industry standards or peers?

The wastewater department is appropriately
staffed.

Utilities Billings and Combined Departments

Avre the City’s utilities billings department staffing
levels appropriate in comparison productivity
levels, demand for services, industry standards or
peers?

Utility Billing is appropriately staffed.
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Are water and sewer rates comparable to peers
and/or industry standards?

Overall, the City's water and wastewater rates are
more affordable than their peers on average.

Avre utility fees collected for water and sewer
department service reasonable and appropriate?

The City of Findlay's revenue is more weighted
towards sale of water/wastewater than their peers.

Avre the City's water and wastewater capital
planning practices consistent with leading
practices and industry standards?

Recommendation:

The City of Findlay should consider following all
of the best practices suggested by the Government
Finance Officers Association (GFOA) with
regards to their capital planning. Doing so would
allow the City to be best suited to effectively plan,
fund, and communicate long-term goals to the
public.

Is the current billing system effective and efficient
when compared to industry standards or leading
practices?

Recommendation:

The city should document any and all issues with
its current system. Furthermore, it should update
its billing software. Finally, it should conduct
studies as necessary and review current costs if it
decides to upgrade part or all of its utilities billing
system.
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Audit Methodology

To complete this performance audit, auditors gathered data, conducted interviews with numerous
individuals associated with the areas of City’s operations included in the audit scope, and
reviewed and assessed available information. Assessments were performed using criteria from a
number of sources, including:

Peer Cities;

Industry Standards;
Leading Practices;
Statues; and

e Policies and Procedures.

In consultation with the City, peer groups were selected for comparisons contained in this report.
These peers are identified as necessary and appropriate within the section where they were used.
Peers were determined through numerous factors, specifically; classification, capacity,
population served, total and average daily flow, compliance history, and financial information.
All the peers were in range of these measurable factors. The following table shows the Ohio
public water and wastewater departments (and their related utilities billing department) included
in these peer groups.

Peer Departments
Water Department Peers

Alliance City PWS (Stark County)
Delaware City PWS (Delaware County)
Lorain City PWS (Lorain County)
Newark City PWS (Licking County)

Wastewater Department Peers

e Beavercreek WRRF (Greene County)
e Sugarcreek WRRF (Greene County)
e Upper Mill Creek Water Reclamation Facility (Butler County)

Where reasonable and appropriate, peer utilities departments were used for comparison.
However, in some operational areas industry benchmarks or leading practices were used for
secondary comparisons such as the AWWA and OEPA benchmarks and GFOA leading
practices. Each section in this report describes the specific methodology and criteria used to
reach our conclusions.
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